Islamic Banking is not synonymous with interest free banking. It operates on Islamic code of ethics which is based on the Quran. All its funds are asset backed. This makes its entire funds available for investment in the production of goods and services. Islamic banking forbids investment in all economic activities that are socially or morally injurious to the society. It operates on profit and loss sharing motive. Islamic banking was formally introduced into the Nigerian banking industry effective 13 th January, 2012. The introduction generated a lot of controversies. This work examined the problems, challenges and prospects of the new model. It was found that most Nigerians lacked the knowledge of the model and its operations, hence the controversies. The study found that Islamic banking had taken root in many Western countries. The non-interest regime and its ethical principles offered veritable incentives and attractive options for investors. In spite of the controversies and the initial challenges, Islamic banking is suitable for funding entrepreneurship and economic development in the real sector of the Nigerian economy as it provides easy access to cheap source of funds.
INTRODUCTION
Islamic Banking: Islamic Banking has been described as a system of banking that is consistent with the principles of Islamic law (Shariah) and its application through the development of Islamic economics (Lawal, 2010) . Lawal enumerated the most important features of Islamic Banking to include: the abhorrence of interest rate, gambling, consumption or transactions in alcohol, pornography, all economic activities that are socially or morally injurious to the society and all items deemed forbidden by Shariah (haram). Islamic banking operates on profit and loss sharing between the providers of funds (investors) and the user of the funds (entrepreneur).
According to an International Monetary Fund report (IMF, 2010) , Islamic finance is one of the fastest growing segments of the global financial industry. The report noted that, Islamic finance in some countries had become systematically important and, in many others, it had become too big to be ignored. An International Monetary Fund paper authored by Sole (2007) noted that as at 2007, apart from the 250 mutual funds that complied with Islamic principles, more than 300 Islamic financial institutions existed globally, which were spread across 51 countries. The report added that the industry had experienced growth rates of 10-15% over a decade, a trend which was expected to continue. Islamic banking has evolved into a whole new world of Islamic finance which also includes insurance (Takaful), Islamic fixed income instruments (Sukuk), Islamic asset management, among others.
Evolution of Islamic Banking in Nigeria:
The process of the introduction of non-interest banking in Nigeria began with the amendment to the Banks and Other Financial Institutions Act, (BOFIA, 1991) . Section 39(1a) of the act stated as follows:
"…that "except with the written consent of the Governor, no bank shall, as from the commencement of this Decree, be registered or incorporated with a name which includes the words "Central" "Federal,"
Federation, "National", "Nigeria", "Reserve", "State", "Christian", "Islamic", "Moslem", "quranic", or "biblical" ; in review of the banks and other financial institutions [BOFI] act 1991 as amended."
By the provisions of the Act, the establishment of Islamic banking in Nigeria by the Governor of the CBN, who was the consenting authority, was legal and absolutely constitutional. Relying on the act, Habib Bank applied for and got the Central Bank of Nigeria's (CBN) approval to set up an Islamic banking window in 1996. Some other insurance companies introduced alternative insurance products, based on Islamic principles. It was called "Takaful". In 2004, the Jaiz International Bank applied to the Central Bank of Nigeria (CBN) to set up a full fledged non-interest bank that was based on Islamic principles. It got the approval in principle in 2005 but could not commence operation because of its inability to meet the CBN capital requirement of twenty five billion naira.
In response to the increasing number of investors, banks and other financial institutions desiring to offer non-interest products and services, the CBN developed a draft framework for the regulation and supervision of non-interest banks in Nigeria. According to (Eke, 2009) , the document was issued as an exposure draft for comments, suggestions or inputs by stakeholders. The guidelines were issued pursuant to Section 28 (1)(b) of the CBN Act, (2007) and the following provisions of BOFIA (1991) (as amended): Sections 55(2); 52; 59(1)(a); 32(1); 61; 23 (1) . The guidelines were to be read together with the BOFIA, (1991) (as amended), the CBN Act (2007) and circulars/guidelines issued by the CBN from time to time.
The guidelines required all licensed banks or promoters wishing to offer non-interest banking products and services to operate, using any of the following models: (Abdullahi, 2011) . Another significant review was the replacement of the Sharia Council with the Advisory Council of Experts, whose responsibility would be to advise the CBN on the appropriateness of relevant financial products to be offered by the institutions.
In spite of the amendments to the old guidelines, the introduction of non interest banking continued to generate a lot of controversies among Nigerians (Solagbade, 2011) . The controversies had polarized the populace, on the concept and motives of the new scheme. The objective of this work was to examine these controversies, identify the problems and prospects of the model and determine how the model could be used as a means to mobilizing cheap funds for the productive sector of the Nigeria Economy.
METHODOLOGY:
Structured questionnaires were administered to three groups of respondents. The three groups were: those working in the banks, who would be expected to operate the model; the civil servants who make policies and the university lecturers who are the elites who by virtue of the profession are required to posses general knowledge for dissemination to the public. One hundred respondents were randomly interviewed. Seventy four bank officers, eighty university lecturers and ninety eight civil servants responded. Data were also collected from primary and secondary sources. A Google alert line was also opened to receive real time information on the latest developments in the global Islamic banking and finance industry. Descriptive statistic was used to present the data.
FINDINGS AND DISCUSSIONS:
The findings were presented and discussed under the below listed headings. They were illustrated with tables 1 to 8. 
Linkage with Jihad (holy wars) and Terrorism Funding:
There arose the fear that:
 the model was designed to attract revenues with which to promote the expansion of Islam and prosecute jihad (holy wars) (Kern, 2011)  the model is associated with Islamic fundamentalism for financing of terrorism Thirty four percent of respondents expressed fear that, the model could be used to promote jihad. Forty nine percent opined that funds from the model could be used to fund terrorism if not properly monitored. Islamic banking arouses fear because it is associated with religious fundamentalism and financing of terrorism (Tables 4 and 5 ). With the Islamic fundamentalists attack of September 11, 2001 , many Americans became wary of the Islamic banking model. Even the CBN had denied a group in the 1990s, the approval of license to establish an AP Qaeda Bank in Nigeria (Ujah, 2011) . Although it could not be established, the speculation was strong that, the rejection could have been influenced by the name "AP Qaeda" among others.
Promotion of expansion of Islam: Many Christians expressed the fear that:
 the model could be used to attract great revenues with which to promote expansion of Islam Profitability: Fifty nine percent of the respondents were sure the profitability of the model if it would not charge interests on its funds. They wondered then, where its revenue would come from. While twenty three agreed that the model would be profitable, twenty one percent were not sure. In spite uncertainty on its profitability, forty percent of the respondents agreed to use the bank, if the model would provide them easy access to cheap funds, and thatt, becoming a Muslim would not be a precondition.
The International Monetary Fund (IMF) revealed that Islamic banks were more profitable than their conventional peers in the run up to the global economic crisis during the period, 2005 and 2007 (IMF, 2009). The report added that, the profit sharing policy of the model made its profitability to be less volatile over the cycle. Since all the funds of the model are asset backed, there would be no idle fund. All the funds would have been invested in the production of goods and services
Viability:
Seventy nine percent of all the respondents and seventy eight percent of the bankers were of the view that, the model would not work in Nigeria, considering the high level of corruption and the low level of the integrity of the Nigerian bank financiers. Fraud, moral hazard, interest rates and lack of transparency were among the factors identified by Latter (1997) The provision of a mixture of Islamic products with the products of conventional banking was described by some Muslims as windows that provided prayer rooms for Muslims in the temples of non-believers (Bangudu, 2010) . No bank that involves payment of interest can ever comply with the Sharia.
Advancement of Islamic Banking in the Global Economy
Although, the Gulf region is the largest Islamic finance market, the Western economy is fast turning into a major market. The Islamic finance industry is valued at $1.14trillion and growing at a rate of 10% a year (GIFR, 2011). Islamic banking had taken root in many Western countries and is growing faster in Britain, and in France than it is in many Islamic countries in the Middle East and Asia (Kern, 2011) . The UK had continued to make increasing contribution to the development of Islamic finance education and skills (Phillips, 2012) . Phillips observed that Islamic finance also had a crucial role to play in infrastructure development in the UK.
In France, Paris Europlace had also established an Islamic Finance Commission in December 2007, which was similar to the Islamic Finance Committee in the UK Trade and Investment (UKTI) . France has since implemented a series of tax and legislative changes to boost the Islamic Finance sector (Kern, 2011) .
South Africa which is a predominantly western environment had legally established Islamic banking in South Africa which is regulated by the Board of Shariah Advisors. (Anon, 2012) . The bank has both Muslim and non-Muslim clientele. According to the report, the interest from non Muslim patrons arose from the better proposition regarding asset financing.
In preparation for proper integration of the model into the German system, the legislators had commenced legislating on putting in place the rules of Islamic law in funding and respect for the prohibition of interest (Faleel, 2010 
